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E.O. 1 1652: N/A 
TAGS: ECON, EAGR 

SUBJECT: COMMONWEALTH SUGAR AGREEMENT 
REE: PILKAUSKAS/YORK TELCON 

FINANCIAL TIMES TODAY (FEB 21) CARRIED FOLLOWING STORY 
ON UK/COMMONWEALTH SUPPLIERS NEGOTIATIONS: 

"NO RISE IN THE UK RETAIL PRICE OF SUGAR WILL RESULT 
FROM THE PROPOSALS UNDER DISCUSSION AT PRESENT WITH 
MEMBERS OF THE COMMONWEALTH SUGAR AGREEMENT, THE 
MINISTRY OE AGRICULTURE DECLARED YESTERDAY. THIS 
FOLLOWS REPORTS THAT THE PRICE PAID TO CARIBBEAN SUP- 
PLIERS WAS BEING RAISED BY 22 POUNDS TO 83 POUNDS A TON. 
"IT IS UNDRSTOOD THAT THE UK GOVERNMENT HAS AGREED TO 
PAY AN EXTRA SUM OE OVER 30M POUNDS UNDER AN INGENIOUS 
SCHEME DEVISED TO COMPENSATE CARIBBEAN SUPPLIERS IN 
PARTICULAR EOR HIGHER PRODUCTION COSTS, WHILE AT THE 
SAME TIME NOT DISTURBING THE PRICE STRUCTURE IN BRITAIN 
AGREED WITH THE EEC AFTER INTENSIVE NEGOTIATIONS TO 
COVER THE TRANSITIONAL ENTRY PERIOD. 

"THE PLAN OUTLINED AT TALKS WITH THE CARIBBEAN SUGAR 
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DEVELOPING COUNTRIES UNDER THE COMMONWEALTH SUGAR AGREE- 
MENT A BACK-DATED PRICE INCREASE EOR 1972, THE YEAR 
BEFORE THE UK JOINED THE EEC. 

"THIS MEANS THAT THE UK WILL NOT HAVE TO SEEK EEC 
APPROVAL EOR THE PRICE INCREASE, AS WOULD BE NEEDED EOR 
1973 AND 1974 SUPPLIES UNDER THE COMMON MARKET ENTRY 
TRANSITIONAL ARRANGEMENTS. IE THE EXTRA PRICE WAS 
PAID TO ALL SUPPLIERS UNDER THE COMMONWEALTH AGREE- 
MENT, IT WOULD INVOLVE A PAYMENT OF OVER 38M POUNDS 
BUT IT IS BELIEVED THAT THE ADDITIONAL PAYMENT MAY BE 
CONEINED ONLY TO DEVELOPING COUNTRIES IN NEED OE 
SPECIAL FINANCIAL ASSISTANCE. 

"IN PRACTICE THIS WOULD MEAN ALL MEMBERS OE THE COMMON- 
WEALTH AGREEMENT WOULD BE INCLUDED WITH THE NOTABLE EX- 
CEPTION OP AUSTRALIA, WHICH SELLS LARGE QUANTITIES OP 
SUGAR ON THE WORLD MARKET AS WELL AS SUPPLYING SOME 
340,000 TONS UNDER THE COMMONWEALTH AGREEMENT. THE NET 
RESULT WOULD BE A PAYMENT BY BRITAIN OF AROUND 32M 
POUNDS IN THE PORM OP A SINGLE SUBSIDY, SINCE THE COM- 
MONWEALTH AGREEMENT EXPIRES AT THE END OP THIS YEAR AND 
NEW ARRANGEMENTS FOR THE SUPPLY OP COMMONWEALTH SUGAR 
INTO THE ENLARGED COMMUNITY ARE STILL TO BE NEGOTIATED. 

"DISCUSSIONS BETWEEN THE UK GOVERNMENT AND SUPPLIERS 
UNDER THE COMMONWEALTH AGREEMENT ARE STILL GOING ON, 

BUT IT IS HOPED THAT AN OPPICIAL ANNOUNCEMENT WILL BE 
MADE WITHIN THE NEXT PEW DAYS. 

"IT CAN BE ASSUMED THAT THE EEC WILL BE NONE TOO 
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PLEASED WITH THIS ARRANGEMENT TO CIRCUMVENT COMMUNITY 
AGREEMENTS, ESPECIALLY FOLLOWING SO SOON AFTER THE CON- 
TROVERSIAL BACK-DATED PAYMENT FOR UK MILK PRODUCERS AT 
LAST WEEK'S FARM PRICE REVIEW. HOWEVER, IT DOES AP- 
PARENTLY CLEAR THE WAY FOR CARIBBEAN SUGAR PRODUCERS 
TO RESUME SHIPMENTS TO THE UK OF SUGAR THAT HAS UNTIL 
RECENTLY BEEN DIVERTED TO OTHER MORE PROEITABLE MARKETS 
AND HAS THREATENED TO REDUCE UK STOCKS TO LOW LEVELS 
AND CREATE UNEMPLOYMENT IN THE CANE SUGAR REFINERIES. 

"WITH THE HIGHER PRICE AND THE INCENTIVE TO DISPEL ANY 
DOUBTS IN THE EEC THAT THEY CAN FULFILL THE UK QUOTAS, 

THE CARIBBEAN COUNTRIES SHOULD NOW BE ANXIOUS TO SEND 
THE FULL SUPPLY OF OVER 736,000 TONS ALLOCATED TO THE 
WEST INDIES UNDER THE COMMONWEALTH AGREEMENT, DESPITE 
THE TEMPTATIONS OF MUCH HIGHER PRICES OBTAINABLE ELSE- 
WHERE AT THE MOMENT. 

"YESTERDAY WORLD SUGAR MARKET VALUES MOVED STILL HIGHER 
WITH THE LONDON DAILY PRICE GAINING 5 POUNDS TO 250 
POUNDS A TON. AT PRESENT THERE IS NO SIGN OF PRICES 
COLLAPSING WITH THE OIL-RICH ARAB COUNTRIES APPARENTLY 
PREPARED TO PAY THE HIGH PRICES DEMANDED FOR THE SCARCE 
SUPPLIES OE ACTUAL SUGAR AVAILABLE ON THE RESIDUAL FREE 
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